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MLLIG&NE EIGHLIGHTS NO.
!& ECEHBER 1948 -~ 4 .IANUARY 1949

SECTION I. summv OF FAR EAST TRENDS AND mmmmmms

Japan's trede uith Chim. proper expocted to remein at ‘low leval, whereas ;
its trade with Chinese doing busimac in Southeast Asia is _promising (page 2)."

cming Jnyumse eleotions will probably reflect a grmving political
~ strength of the Japanese Commmist Party (page 2)o

" The amounced completion of Soviot troop withdraml from Korth Korea
will not diminigh substantially Soviet influence in or control over that

"area (page 3)!

Pouoo measures are now considered neoeesary to spur iap;g g rice oolloot-a
fons in the Republic of Kores (page 3). ,

Inactivity characteriszed China's battlefronts during the past week (page
4), while attention shifted to Fu Tso-yi's persomal peace offensive (page 4).
Meanwhile, Chiang Kai-shek ermounced in his New Year's address that he is
willing to nsgotiate peace at 'his®' price (page 3), and called a mesting of

top provincial and military leaders in a bid for a vote of confidence (page §).

In Sink ng Province, Chiang Kai-shek has appointed e pro«‘?ov:let governor
" (page 8). Prior to Chiang's New Year's speech, the Chinese -ommmists broad-
cast that they will not permit Kuomintang participation as & Party in the
Compunist-controlled government to be es‘tablished for all of‘ Chim in 1949

‘Paf@ 7)e ) _ .
‘nw mtuh are adopting oonciliatory ts.o'tics in Indonesia (page :9).;

In Indochim ’orea.kdmm of the Frenoh-ssponsorad Xuan Gove rrment appears

possible ('paga 9)o

" In Burme the political and economic situati.on 18 likel;r to deﬁeriorata
further in 1949 (pege 10).

¥ T

. The Phllippine Gowrrment has 'begun 1949 by inatiwting import oontrol
and & managed monetary system (page 10).

.\u

I S
In sucoeeding sections of this Weokly( j-.he fallminé margina& no*bationi;'
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(1) "A®, "B", or "C" —important in B/FE's opinion of the item, with
A" nmsenting tho most important ones. o
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o ,p:ovim_:;ait uuxiligr;r ;;‘cuxv'rency:and growing indopandéﬁca of provincial

defonse bual autopomy within the National Government orbit |
is ap, {rat objective, However, in the e venf of »“Gomplets
- collmp nking, sttempts will probably be made to eiTe ng
agreen the Communists whose influence in parts of

“is belie ready too strong to be suppressed by local ‘el

Liberal s in the province will probably consider {%

. advatitage o Join with Szechwanese national officials, including
old urlgrﬁs &n'in'g"the chahgeovér period. ‘

of Uhina in

Communists predict Commur ’fﬁ-coﬁtrdle@ qrgrpmen_%

oo 2 #T broadoast of ST December reJected
- Whatayer. pe  might be offered in CHIANG Kai-ghek

Year Nessage, andg’in& clear that the Kuomintang as a party will ‘not
be included in the "coalition government” promised for 1949. The -
‘broasdcast summarizes an editorial of 30 December, ®exposiny the peace
intrigues of the reactionary party,” and calling upon "the Chinese
‘people and the Chinese Commmist Party"™ to "work hand in hand to eradiocate

21l reactionary elements and oust American imperialism from CThina."
 The editorial stated that Communist armies, during 1949, will
push south of the Yangtze, end the Communists "will call & political
~ consultative conference from which all reactionary parties will be
excluded.” Theresfter, the Communists will take the lead in forming
a central ocoslition government,” to bs participated in by "various
democratic parties and people's organizations” which are already allied
with the Communist Party. Although the editorial does not so state,
it remains probable that a largs number of Nationalist funotionaries,
a8 individusls rather than as Kuomintang representatives, will continue
to function in the Communist-controlled "coalition."

Soviet Embassy strengthens its staff, returns dependents to Chinm, “c"
For sevoral months the ﬂgéﬁ has been rgmoving from China thedependents

of Soviet representatives in Nationalist territory. Recent additions

to the USSR's offices in Nanking and Shanghai include 20 Sovliet officials,

23 wives, and 12 children. ’he new officials, some of whom have already

given distinguished service in China, will undoubtedly strengthen the

Soviet representation. The return of non-essential dependents to

Nanking and Shanghai msy indicete that the USSR no longer anticipates

any great violence in the turnover of those cities to the Chinese '
Communists. ' ' '

: Explosive inflation azain struck Nationalist China last week As ' wpn |
uncontrolied note issue stimulated the sharpest price spiral of 1948,

The 30-fold rise in prices end value of the US dollar since 1 September,
1948 approximately equals the increase during the first eight months

of 1948, Despite reduced Government expenditures caused by the losa -
of North China, the Northeast and many armies, and the contracting

area of Gold Yusn circulation, the note issus has risen toat leazt
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iteh adopting econsiliatory orjegia, ‘Tith the closs of  "A
Dutch volige action & : phi Netherlands is preparing to
adopt a more coneiliatory af.tlt.uda on the Indcnuun recblem, This changed,
more 1ibersl viswpoint, now that Dutch aims have been by use of
force, is an cbvious effort to allay world opinion and to win the cooperation
of influential Indonesian nationalist leaders. It may alao reflect considerabls
pressure from left-wing groups in Holland, The Netherlands Premiar and the
Dutch Ambassador to London are making a special trip to Indonesia to expedite
establishment of the joint Duteh-Indonesian interim govermmest, The Duteh
bave already suggested that U3 G(C Delegate Coehren interteds for them with
Republican leaders, whose cooparation they consider vital for the success of
the interim government and for containment of guerrilla activities, In another
effort to win Indonesian support the Dutoch may consider the removal of High
Commissioner Besl, who was also in a position of aathority in the Netherlands
during the Duteh poncc action of July 1947.

The Dutsh policy will be regarded with suspicion in Indonesia where no
Republican leader could muster enough popular support to form an effective
government wers he to accent Dutoh terms. Another strong deterrent to immediate
collaboration is the relatively strong international support which ths Republic
has attyacted. This same factor will no doubt cause other Indonesian leaders
to hesitate before aceepting positions under the Dutch,

INDICHINA

aim af!‘a.!rs 13 the major st-uﬂallng block to the return of former emperor
Bao Dai to Indochina, it is doubtful that the current ¢ sations in Paris
will decisively strengthen the Vietnam Central Provisional Government of
President Yuan, The inactivity and disunity of the Vietnam delegation at the
recent Dalat economic conference; the nesessity for Xuan's government to deny
rumors of Caodaist (a strong religlous movement) abandonment of Xuan; Presi-
dent Xuan's denial of his reported intention to remodel the govemment before
nthe return of Rao Dai"; Xuan's insistence that his family acgompany him
even on a short official trip to Paris; and finally the resignation of three
outstanding members of the Provisional Government, all underiine the posaibil-
ity of an imminent breakdown of the Xuan Government. The immediate reasomn
for the resignations of these leaders apparently stems from dissension within
the government over the distribution of authority among the ministries and
the regional governors. This, however, is probably secondary to the fallure
of the Xuan Covernment to effect a mire rapid resligation of the French plan
for Bao Dal's restoration as emperor,

SEEREe
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politieal elemsnts continwss unsbated in Rangoon and '

oountry, Oovermmsnt military efforts to restore law ard arder are still

often balf-hearted and ineffective, There are no indications that the delicete
Karen minority problem will be ssttled in the faresseabls future, and it is
belisved that meny Karens will fight if they are not granisd a separate state
Yrough eurrent megotiations. The alresdy truncated Anti-Faseist Peoples®
Froedom leagwe (AVPFL), the Government party, recently loa more suppert

with the disaffiliation of the All-Burma Youth league. The authority of the
AFPTL Government extends only over limited areas of the country., Furthermore
no effective leadorship has developed from any political sroup. _

- Eoonomlic prospects for the coming year are no brighter than the political.
Burma's finanolal position, both intermally and externally, is expected to
continme to detericorats. Rice exports for 1948 fell some 270,000 tons short
of the origima) target, largely because of insurgent activitin, and will
probably miss the 1949 target Ly an even greater margin., All major saw mille
may have to olose down in the near future because of insurgent interference
with the extrection snd transportation of teak logs. Furthermore, the Govern-
ment's mtionalistic policies may foroe the Bnrdx 011 Gcmpny cnd various
British nining enterprises %o suspend operations, Since rice, tesk and
minerals are Burma's major exports, the economio loms through such develop-
ments is cbvious, An additional problem will be oreated by considerabls un-
employment which in turn is likely to create additional unrest. The breakdown
of transportation will insreasingly interfere with domestic commerce and
provent badly meeded consumer goods rmruohingmnyamcoi.'mn
suffiocient quantities.

As' the Frenoh Minister to Burma recently atated, "While things in Burope
have been serious they have seldom been desperats, but in Burma things are
alwmys dnporuto but seldom serious."

- h > snting t
-uanru. m 28 Dooubcr, Proaident ‘nirino muod an mcutl.n order carry-
ing cut legislation passed in June 1948 for the cantrol of imports of luxuries
and non-essentials, On 3 Jamary, the Ceniral Bark o for business,
Both of these measures were recomuended with some degree of urgency by the
Joint Philippine-American Finance Commission in June 1947 as logical steps
i.n making the Philippine economy less dependent upon the ﬂs.
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